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CHRIS EARLE

“It’s difficult to understand 
how companies can make any 
profit … Ofwat needs to address 
the core issues that allow very 
high margins for wholesalers 
and low to nonexistent margin 
for retailers.”

SIOBHAN KENNEDY-HALL
Sales and marketing 

manager, Smarta Water

“Its not about the price per cubic meter, its 
about how many cubic meters a business 

consumes… The aim of a forward-thinking and 
progressive water retailer is to help customers 

use the least amount of water possible to get 
the job done.”

At the end of the 
first year since Open 
Water, only 10 per 
cent of customers 
have actively reviewed 
their water charges, 
and only 35,000 
businesses – repre-
senting 4.6 per cent 
of the market – have 
switched. 

With more than 41 
active retailers in the 
market, why are more 
switches not happen-
ing? Additionally, as 
the savings available 
through switching are 
minimal, why would 
anyone choose to 
enter the market as a 
retailer?

Because of these 
factors, retailers 
need to focus on 
the financial savings 
deliverable to their 
customers by driving 
efficiency, sustain-
ability and reducing 
water consumption. 
However, this cre-
ates a dichotomy. 
How does a busi-
ness focus on sales, 
increased revenue 
and hopefully bottom 
line profit, yet at the 
same time focus on 
reducing customer 
 consumption?

Governments 
and regulators have 
said they want to see 
more ambitious water 

efficiency initiatives 
and new ways of 
using water, aimed at 
meeting the needs 
of people and the 
economy in the face 
of population growth 
climate change, and 
growing threats to the 
environment. 

A recent Water UK 
report revealed that 
there will be more 
frequent, longer and 
more acute droughts 
in future than had 
previously been 
thought. Just because 
we perceive it rains a 
lot in the UK, doesn’t 
mean to say we can 
be complacent about 
our water usage. 

Water efficiency 
is about taking small 
steps to create big 
changes. Simply by 
choosing products 
specifically designed 
to improve water effi-
ciency and staying on 
top of maintenance, 
water usage can be 
significantly reduced – 
which is good for the 
planet and good for 
the bottom line. 

A good example is 
hand washing: once 
your hands are wet, 
they can’t get any 
wetter. However, 
we find it standard 
practice to turn on 
the tap and leave it on 

the whole time we are 
washing our hands. 

Instead of trying 
to change human 
behaviour – although 
encouraging consum-
ers to change their 
behaviour is the 
best solution long 
term – it is best to 
introduce tap efficien-
cies restricting the 
amount of water 
used for handwashing 
and, in turn, reduce 
the amount of water 
wasted.

Whereas water 
conservation restricts 
how much water we 
use, water efficiency 
looks to reduce the 
amount of water we 
waste. 

The aim of a 
forward-thinking and 
progressive water 
retailer is to help 
customers use the 
least amount of water 
possible to get the job 
done. There is a finite 
amount of water in 
the world, but an ever 
increasing demand 
on it from increases 
in world population, 
agriculture and manu-
facturing. If we are to 
ensure there is water 
for all, now and in the 
future, then respon-
sible water retailers 
need to embrace 
water efficiency.
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to nonexistent margin 
for retailers.

The problems are 
further compounded 
by costly credit terms 
for new entrants. 
While some retailers 
can obtain preferen-
tial terms because 
they’re part of a large 
incumbent company, 
this doesn’t offer a 
level playing field to 
new entrants. It’s no 
surprise that some 
of these incum-
bent retailers don’t 
consider credit term 
changes necessary. 

Finally, data quality 
is an issue, from retail-
ers carrying the admin 
and financial burden 
of data improvement 
to multiple wholesal-
ers, tariff structures 
and costs adding to 
operating costs. 

Savings that could 
be passed to custom-
ers are being wasted 
by unnecessary 
complexity.

In Scotland, Clear 
Business started as a 
new entrant in 2013. 
We now supply over 
25 per cent of all 
supply points. Most 
of our customers are 
small businesses and 
microbusinesses.

Customers have 
achieved significant 
savings by switch-
ing to new providers 
like Clear Business 
because we can save 
them around 15 per 
cent on average. 
Unfortunately, this 
is not the case in 
England. 

We look forward to 
Ofwat addressing this 
significant issue so 
that true competition 
can develop.

The industry should 
be congratulated on 
opening the market 
on time, because 
deregulation was 
a significant and 
complex process. 
Switching and 
wholesale billing, the 
building blocks of the 
market, are working as 
well as we could have 
expected at this time.

It’s been an inter-
esting first year, with 
the main challenge 
being that market 
conditions really aren’t 
helping competition 
to develop. 

It’s true that we’ve 
seen large compa-
nies benefit from bill 
consolidation across 
multiple sites and cus-
tomers switching to 
create a single bill for 
water and sewerage. 
But there’s little true 
competitive activity 
among small busi-
nesses, which make 
up the vast majority of 
the market. 

As an experienced 
small business utility 
provider, we under-
stand what custom-
ers expect when 
switching suppliers. 
They’re driven primar-
ily by savings, but also 
expect the same, if 
not better, service 
levels. But, as retailers 
in England, there 

simply isn’t enough 
margin available to 
deliver to customer 
expectations. 

The decisions 
on pricing regula-
tions were made 
before the true costs 
of retail separation 
were known and the 
bottom line is that 
it’s harder to offer 
customers a better 
deal, which keeps 
them tied in with their 
incumbents.

This really is in 
stark contrast to Scot-
land, where the mar-
ket is really working 
for retailers and, most 
importantly, small 
business customers. 
The volume of cus-
tomers switching to 
new entrant providers 
proves it’s a market 
that works.

It’s difficult to 
understand how 
companies can make 
any profit when 
only 2.5 per cent 
is allowed for retail 
margin before any 
savings or customer 
acquisition costs are 
accounted for. 

Ofwat needs to 
create a fair and 
competitive market in 
England, through the 
current focus on PR19 
and the retail exit code 
consultation, but it 
needs to address the 




